
?NASHINGTON REGiONAL OFFlCE ('&~q ~j~s~~----- 
FlFTW FLOOR 

8(13 WEST BROAD STREET 

FAU.S CHURCH, VIRGIWA 22646 

Dear Mr. Chamberlin 

Enclosed for your information is a copy of our letter with enclosure 
to the Actlug Dzrector, Nataonai Bureau of Staudards, Department of Com- 
merce, on the results of our recent revxew of selected aspects of the 
Bureau's financial management system. 

In makxng our renew, we evaluated the effectzveness of the Depart- 
ment's Office of Audits' Internal audits of the Bureau's flnanclal manage- 
ment procedures and practxces, xncludlng the functions of accountable 
effacers and payroll operations. We found that these areas nave not been 
given suffxient internal audit attentzon to xnsure that the full poten- 
tlal benefits of internal auditing are obtalned by the Bureau's management. 
We are bringing this matter to your attention so that you can take appro- 
pxzate action. 

We were informed by Bureau officxals that no recent internal. audits 
have been made of the Bureau's payroll operations or the functzons of Its 
accountable officers except for one audit of Imprest funds According to 
officials of the Office of Audxts, the records of that Office indicate 
that no mternal audits have been made of the Bureau's payroll activities 
or accountable officer functxons (other than tnose of imprest fund cashiers) 
within the past 10 years 

We noted that the Office of Audits recently has begun a fxnancial 
survey of the Bureau's workxng capital fund. Accordlag to an Offxce of 
Audits official, the primary obgectives of the survey are to evaluate the 
fund's accountxng procedures and Internal controls and to determine the 
accuracy and reliability of the fund's accounting records We understand 
that the survey plans, as currently conceived, do not provide for a review 
of payroll operations We were Mormed by Offlce of Audits officials, 
however, that consideration is being given to includxng the Bureau in a 
Department-wide survey of the automatic processmng of payroll data which 
is planned by the Office of Audnts for fiscal year 1973. 

The need for systematic Internal audits of accountable officer func- 
tions was reemphasized by the Comptroller General in a memorandum to the 
Heads of Departments and Agencies dated August I, 1969 (B-161457). This 
memorandum pointed out that internal audits of accountable officer functions 
should emphasize evaluations of the effectiveness of accounting and Internal 
controls and include examinatxons of dxsbursement aud collection transac- 
tions to provide assurance that the functions are drscharged correctly and 
in accordance with applicable laws and regulations 



w-’ 

The need for tnternal audits of payroll operations is discussed in 
title 6 of the General Accounting Office Policy and Procedures Manual for 
Guidance of Federal Agencies. In section 12 of this title it is pointed 
out that 

"The assumption that payroll auditing is a function to be 
performed primarzly by the General Accounting Office is 
erroneous * It 1s essential that each agency head provide, 
as part of his management control system, adequate Internal 
audzting which will help provide assurance that, as to pay, 
leave, and allowance matters, all payments are made 111 
compliance with applicable laws, regulations, and declslons 
and that leave privileges are properly adminastered." 

In our discussion of this matter, officials of the Office of Audits 
agreed that more internal audit attention should be given to the Bureau's 
financkal management activities They attributed the llmited audit cover- 
age of these actlvrtles in the past to the fact that audit priorities are 
established largely on the basis of management interest and potential for 
cost savings and lracreased effectiveness and efficiency They saxd that, 
as a result of this approach, internal audits of payroll operations, account- 
able officer functions, and other financial management actlvlties have 
tended to be placed 1n a low-prlorlty category which, xn many Instances, 
has resulted in audits of these activities not being made 

We recogr+e that performing fxnanclal management reviews must be 
considered in the context of the Office of Audits' total audit requirements. 
We believe, however, that a balanced Internal audit coverage must xnclude 
systematic reviews of flnanclal actlvlties, controls, and procedures, 
includmg those relating to payroll operataons and accountable officers' 
accounts, Inasmuch as It 1s the lndlvldual departments and agencies which 
have the primary audit responslbllity in these areas Consequently, at is 
our view that increased internal audit attention should be given by the 
Office of Audits to evaluating the effectzveness of the Bureau's financial 
management activities 

Recommendation 

We agree that the current survey of the working capital fund and the 
planned survey of automatx payroll data processing operations are steps 
toward fulfilling the Off Ice of Audits' financial management audit respon- 
sibility to the Bureau We recommend that you continue this Increase 1n 
audit coverage of the Bureau's financial operatnons by developing plans 
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for making systematx, periodically recurrlng internal reviews of the 
Bureau's financial management actlvltxes, includvlg its payroll operations 
and its accountable officer functions 

We shall appreciate your comments concerning this matter. 

Sincerely yours, 

H. L. Krueger 
Regional Manager 

Enclosure 

The Honorable Guy W. Chamberlxn, Jr. 
Acting Asslstant Secretary for Adminlstratlon 
Department of Commerce 
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